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Key observations )

1. There is a wide variety of parameters used today — in
many cases doubtful if validity statistically proven; for

fleets: some ,disconnect” between needed and available
information



Vehicle Value , Average Premium and Loss Costs correlate
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Vehicle Value, Average Premium correlate .... but not Loss Costs w2~

Average Premium vs. Loss Cost per Vehicle, UY 2013
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Pricing Parameters in Germany

Example: Motor liability (MTPL), passenger cars

e Risk structure:

- Type class (16 characteristic values)

- Profession (3)

- egional class (12)

- Claim / No-claim class (bonus / malus) (39)

- Mileage per year in 1.000 km (8)

- Ownership of residential property (2)

- Differentiated age of users (16)

- Group of users (2)

- Age of the motor vehicle when acquired (12)
« That means more than 138 million risk cells for passenger cars!
« Number of risks: 41.8 million.
« Number of claims: 2.7 million.
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Very large number of data needed for statistical stability . °
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Key observations

1. There is a wide variety of parameters used today — in
many cases doubtful if validity statistically proven;

2. Subjective (Behavioral) vs. Objective (Vehicle related)
Parameters .... Significant changes of both ....



Automated Driving .... the vision (nightmare) ~

2030

Juris Zvirbulis
President
Autoclub LAMB

Last person on Earth takes a
driver's license exam

Majority of vehicles are now
Self-driving Electric Ubers

Manual driving to be outlawed
and restricted to closed roads




... Where are we on automated driving? ..... -~

The Gartner hype cycle of emerging technologies
http://www.gartner.com/technology/research/methodologies/hype-cycle.jsp
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Reduction of 75% in Loss Costs in MTPL; 65% in
MOD due to 6 major driver assist systems
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Abb. 5: Die sechs wichtigsten Fahrerassistenzsysteme
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Market Penetration for ,classical” driver assist systems .~

--------------------------------------------------------

Abb. 9: Durchdringung des Fahrzeugbestands durch

e Good news: Most CEE Febrerassistenzsysteme fm eitere
markets can learn from
higher income countries
before premiums drop. N

0%

« ,Bad” news: further drop »
of neccessary premiums in s
the pipeline. s
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By 2035 (partially) autonomous vehicles could \
represent one quarter of all new car purchases worldwide™"

Percentage of autonomous vehicles in new car purchases worldwide
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Source: BCG (The Boston Consulting Group, April 2015)



Marketplace of change:
Automobile insurance -
in the era of autonomous vehicles

White Paper | October 2015

kpmg.com/insurance

Expected loss (baseline scenario)
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Telematics in Italy; the most advanced market ~

Motar
Insurance
Conference

The insurance usage of the telematics
technology is far to the maturity

Incubation Exploration Learning Growth Maturity
phase L ERT phase phase phase

Does the There is a Which is the
approach make ROI of the best way to do it
sense? use case’”? for my

company? .

* First pilots * Roll out on few * Only few top players « Telematics * Telematics
focused on pricing pioneers understand telematics potential fully approach is the
- Pilot phases fuII_ potential (UW: !.lnderstood and stanl;lard for the
R e ey e claims, VAS), define increased auto insurance
their own approach commercial push by business
greatest part of .
(eg: big data) and all players

players, by using a * Relationship

push the selling phase

"me-too" approach » Differentiating consolidation
* Commercial offer solutions / between top players
differentiation providers over top and providers, best
players practices cross-

country diffusion

Source: Observatory on telematics, connected insurance & innovation

24.5.2017. 14



Niche: e.g. Benefits of truck telematics

What are the Benefits?

GPS tracking in real time
Predictive diagnostics

Driver Profiling & Driver
Behavior Functionality

Fuel Savings
Reduced Maintenance

Driver Compliance

-

GRAY

CONSULTING

15



Average MTPL premiums by country:2011-2013 ~
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. )]
Key observations -~

1. There is a wide variety of parameters used today — in
many cases doubtful if validity statistically proven;

2. Subjective (Behavioral) vs. Objective (Vehicle related)
Parameters .... Significant changes of both;

3. Pressure on costs & efficiency drive .... does not allow for
costly data analysis to fill pricing parameters;



Telematics Reality check -~

 E-call comming 2018

« Telematic tariffs already active in some CEE markets

« Key Questions:

1.

Economic validity? In most markets of CEE? Specifically in
Romania? Only combined with MOD/Mobility Insurance?

Correlation of losses and driving behaviour measured by
telematic devices?



Will telematic devices tell me she is a good risk?

-

E




Age of youngest driver and difference to age group 42 ~=

Abstand zum Mittelwert*
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2.14 Development of annual average premium and <’

net risk premium
V
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2.6 Development of claims frequency .S
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2.7 Development of average amount of claims .
-
v s 1
4,000
3,728
/Q
"-‘_‘—‘—C-‘¢‘$Q¢‘A
/‘—‘~"‘
P
3,000 °
@
e
o
R
" MTPL
2,000 R
el 1,669
o= P PO=e
C,LC—'-C/ o= -'-C-O—o—o~¢—0~g—c-e¢"
o~
o=t gm0 =" Comprehensive Casco
1,000 —,_qmems
O [ T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1
"80°81°82°83°84°85 8687 88789790 °91°92°93°94°95°96 9798799 00°01°02°03°04°05°06 0708 09°10°11°12°13"14

11.04.2016



2.8 Development of average amount of claims Y
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Key observations -~

1. There is a wide variety of parameters used today — in

2.

many cases doubtful if validity statistically proven;

Subjective (Behavioral) vs. Objective (Vehicle related)
Parameters .... Significant changes of both;

Pressure on costs & efficiency drive .... does not allow for
costly data analysis to fill pricing parameters;

Political and social acceptance for more extreme spread
of prices? Using personal data? — An unanswered series of
guestions!



Example of Extreme Premium Differentiation ~

~Rich Calm”

24.5.2017.

54Y: best bonus malus

under 7500 km pa
no other drivers/kids

new car with newest assist
systems

small town,
garage in own house

Great customer for Insurer

1.O.U. Hitacurb”

24Y; one accident previous year;
loss of licence at age of 18 (drugs)

over 25.000km pa

girlfriend as driver (21Y)
old, large SUV with big engine

big city — bad neighbourhood

irreqgular payments of rent for
apartment; parked on street

No other insurance than MTPL

26



Example of Extreme Premium Differentiation (MTPL) ~
.Rich Calm” .1.0.U. Hitacurb”

- 54Y; best bonus malus - 24Y; one accident previous year,;

loss of licence at age of 18 (drugs)

- under 7500 km pa - over 25.000km pa

_ no other drivers/kids - girlfriend as driver (21Y)

- new car with newest assist - old, large SUV with big engine

systems
- small town, - big city — bad neighbourhood
- garage in own house - irregular payments of rent for

apartment; parked on street

€ 36 pa €3.600 Pa

24.5.2017. 27



Study on acceptance of telematic data as ,fair”
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Question




Observation -

Insurers do not have to get ,crushed” between
manufacturers/ importers/dealers and sales channels

InsurTechs/Aggregators & transparency
Car manufacturers just defend?!
Multi-channeling as key to success



Observation

The world IS non-
lInear



Early warning of triggers for increase in Average Lossee

»

Normalized Increase

Trigger

Average Loss



Observation

Fast Is not always
good .... Slow isn’t
either



.. if you think it is a worm .... but it is cheese




APPENDIX



“Typical” view of a reinsurer

35,000 feet




Direct insurer

Ground forces




Our approach

Helicopter view




Thank you!



BD&A in General

.We see a massive devide between the shop floor and the
boardroom in terms of data. In the board room it is all

about big data, on the shop floor they are making decisions
with no data. There is something not right there”

(Suki Basi, Russell Group; cited from: Reactions; Baden-Baden Reporter 21 Oct. 2015)



Calculation of Efficiency in Motor

Cost Ratios in MTPL (estimation for private cars)
« USA: 26%
« Germany. 19%
« Poland: 28%
 Estonia: 30%
 Hungary: 32%
e Latvia: 37%



Calculation of Efficiency in Motor

Cost Ratios and costs per vehicle in MTPL (estimation for
private cars)

« USA: 26% $

« Germany. 19% € 46
« Poland: 28% € 38
 Estonia: 30% € 28
 Hungary: 32% € 22
e Latvia: 37% € 19



Calculation of Efficiency in Motor

Cost Ratios and costs per vehicle in MTPL (estimation for

private cars)
« USA:

« Germany:
 Poland:

e Estonia:

* Hungary:

e Latvia:

26%
15%
28%
30%
32%
37%

$
€
€
€
€
€

46
38
28
22
19

How can costs of
€ 30 to € 100 be
factured in?

Added value of
data analysis?



Telematics will become a niche product in Germany ~

Distribution of motor premiums in Germany
14%

12%

10%

8%

6% -
10% of all customers

4% -
5% of all customers

2%

0%
I
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TP PP PP S PN R & o P SAONADNPIDNW
Annual premiums for cars
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2.5 Development of gross premium income

MTPL and comprehensive casco, in EUR billions
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2.14 Development of annual average premium and
net risk premium

MTPL, in EUR
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2.15 Development of annual average premium and

net risk premium
Comprehensive casco, in EUR

450
425 /"\
400 I °
average premium / \
375
oo
350 A \

AN\ J/ N

325 /0, -~ / \g \ =" §12

7’
300 o=s //0 \\ “~7 -\\ /-
0/' 2 5 N, '
275 ‘/ . / \ ‘\ ./‘
B P \ N 7/ 259
o = N, * b B
()
250 / 4 ~7 N\, £\ . g
& /™ I YA
/ oo net risk premium Nom o’
225 -e
200 ——— ‘

"80°81°82°83°84°85°86°87°88°89790°91792°93794°95°96°97°98°99°00°01°02°03°04°05°06°07°08°09°10°11°12°13"14°15*
A

oazote GDV

DIE DEUTSCHEN VERSICHERER



48

2.6 Development of claims frequency

MTPL and comprehensive casco, permille

300

250 o *Neusy .
~ Comprehensive Casco
\ / Q\"‘\‘ /‘\‘\ p

@
()
N4 N
200 o\
o,
N\ onmuq < ‘/‘~0—0—‘ °
150 ‘—‘, \‘/ ‘~‘-‘_" \‘/ 5 .
145
‘-‘\0—0—0—‘—‘_‘-‘ Onug MTPL
[
100 oo,
~—e,
“‘-Q—‘\
e, 58
-0—0—‘-‘_‘—C-‘-‘_‘_‘
50
O [ T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1
"80°81°82°83°84°85°86°87 888979091 °92°93°94°95°96°97°98°99°00°01°02°03°04°05°06°'07°08°09°10°11°12°13"14

A

11.04.2016 G DV

DIE DEUTSCHEN VERSICHERER



49

2.7 Development of average amount of claims

MTPL and comprehensive casco, in EUR
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2.8 Development of average amount of claims

For bodily injury and material damage, MTPL, in EUR
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Legal contraints: Data Protection; Discrimination; misuse

« Who owns the data
- generated by telematic devices?
- generated by ,smart car"?
* Who has a keen interest in what data?

- Manufacturers/Motor Industry, IT specialists, Leasing/Banks for
insurance relevant data?

« BD&A and automated analysis

- How to keep the computer from discriminating because of
ethnical origin, gender etc.?

e Restrictions on Individualization of Price in case of extreme
Premium Differentiation?



Proprietary Notice

The material contained in this presentation has been prepared
solely for informational purposes by Gen Re. The material is based
on sources believed to be reliable and/or from proprietary data
developed by Gen Re, but we do not represent as to its accuracy or
its completeness. The content of this presentation is intended to
provide a general guide to the subject matter. Specialist advice
should be sought about your specific circumstances.

Die in dieser Prasentation enthaltenen Informationen wurden von
der Gen Re lediglich zu Informationszwecken zusammengestellt. Das
Material basiert auf zuverlassigen Quellen oder eigenen Daten der
Gen Re. Dennoch Gbernehmen wir keine Haftung hinsichtlich ihrer
Genauigkeit oder Vollstandigkeit. Der Inhalt dieser Prasentation ist
als allgemeine Information gedacht. Fir Ihren konkreten Bedarf
sollten Sie auf jeden Fall den Rat eines Spezialisten einholen.




